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IN THE CIRCUIT COURT 
TWENTIETH JUDICIAL CIRCUIT 
ST. CLAIR COUNTY, ILLINOIS 
NO. 91-L-734 


CHARLES KUEPER and PATRICIA ) 

KUEPER, Individually, and ) 

PATRICIA KUEPER, as Mother ) 

and Next Friend of JEFFREY ) 

KUEPER, ) 

) 

Plaintiffs, ) 

) 
) 
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DISCOVERY DEPOSITION OFj 
DAVID N. IAUCO 


R.J.R., INC., R. J. REYNOLDS ) 
TOBACCO CO., and REESE DRUGS, ) 
INC., ) 

) 

Defendants. ) 


The discovery deposition of DAVID N. IAUCO was taken in 
the Board Room of the Ramada Inn, 531 Akron Drive, 
Winston-Salem, North Carolina, commencing at 3«20 p.m. 
on Thursday, October 17, 1991. 
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Reavis & Pogue, North Point, 901 Lakeside Avenue, Cleveland, 
Ohio 44114 

RICHARD E. BOYLE, ESQUIRE, of the law firm of Gundlach, 
Lee, Eggmann, Boyle & Roessler, 5000 West Main Street, 

Box 899, Belleville, Illinois 62223 




fss0 


0#- 


501 Shepherd Street 
Winston-Salem, N.C. 27103 
Phone: (919) 768-3694 

http://legacyJibrary.ucsf.e8oflhdMMtjgaQM|^.industrydocuments.ucsf.edu/docs/pshl0001 


50833 3641 




2 


APPEARANCES (CONTINUED) ^ 
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MICHAEL J. NESTER, ESQUIRE, of the law firm of Donovan, 
Rose, Nester & Szewczyk, P.C., 8 East Washington Street, 
Belleville, Illinois 62220 
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Vice President & Deputy General Counsel 
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WHEREUPON, 


DAVID N. IAUCO 


first being duly sworn, testified as follows! 

EXAMINATION BY MR. COOK 

MR. CRISTi While we are on the record, let Be just 
Bake one connent if I can, Mr. Cook. 

MR. COOKi Sure. 

MR. CRIST« In the interrogatory answers that we 
gave to you previously, we indicated that Mr. Iauco had I 
think eleven subordinates. In fact, at that tiBe it was 
only six, and I apologize for that error but there are or 
were only six. 

MR. COOK: I wish you had aore. 

xftuto: 

MR. i CfliO i K I know it; I've got enough to keep me 

& 


busy, 


Q (By Mr. Cook) Mr. Iauco, would you state your name 
and address, sir? 

A Yes, David N. Iauco--I live at :[DELETED] 


How old a man are you, sir? 

I'm forty years old. 

And where did you attend high school? 


Indiana. 


At North Central High School in Indianapolis, 


Everybody there smoked in high school; didn't they? 
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A No, I don't believe they did. 

Q They didn't; how many--what percent? 

A I have no idea. 

Q Did you smoke in high school? 

A No. 

Q Do you smoke now? 

A Yes. 

Q What brand cigarettes do you 6moke? 

A I don't really have one brand of cigarettes; I smoke 
many different brands--all Reynolds. 

Q Do you hope that Reynolds is going to be successful 
in its business? 

A Yes. 

Q What year did you graduate from North Central High? 

A 1969. 

Q Where did you then go to college? 

A I went to Purdue University. 

Q Boilermaker--what did you major in at Purdue? 

A Engineering. 

Q Did you take a degree in engineering there? 

A Yes, I did. 

Q What type of engineering? 

A It was general engineering actually called 

interdisciplinary engineering. 

Q Did anyone ever tell you that the University of 
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MR. CRIST* I was listening to your musical talent, 


Mr. Cook. 


(By Mr. Cook) I don't remember the More brand; has 


it disappeared? 


No, it's still on the market; it has about one share 


point, 


Q What does one share point mean to you, Mr. Iauco? 

A It means we have 1 percent of the market in sales. 

Q Where did they sell More? 

A Nationally. 

Q Nationally? 

A Everywhere. 

Q What percentage of the market does Winston have? 

A Winston has about 8 4-i^pe rcent. 

Q Is that all brands of Winstons--Winston Lights-- 

A All styles. 

Q What about Camel 70s? 

A Slightly over a share point. 

Q Why do they call Camel 70s "70s"? You know, that's 
just the old regular, stubby Camel; is that how long they are? 
A It's seventy millimeters long. 

Q What about Salem--what's their Bhare? 

A Salem's share is about six share points. 


Six? 


and a half 
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Doral--do you call it Doral or Doral? 

Doral. 

Doral--somebody called it Doral this morning. 
About five share points. 

Is that a mentholated cigarettej. V 

0 *} 6 - W6*M**e*iVN*\ C 

It has menthol^styles. 

What else do you make besides those? 

He make Vantage. 

What market 6hare does it have? 

*u>o , \ 

About and a half.^ 


Is that it? 


No, we make Magna, Sterling-- 
One share point or less? 


Yeah. 


Okay. 

Now--about a share point. 


Is that about it? 


A Century. 

Q It looks to me like you've got something just under 
30 percent of the market? 

A Just about 30 percent. 


have? 


What percentage of the market does Philip Morris 


Philip Morris now has about 40 percent of the 


market--42 percent. 
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1 

MR. CRISTi Are you asking about American as a whole 

2 

or-- 

3 

MR. COOK: No, I was asking about Pall Malls. 

4 

THE WITNESS! I'm going to guess about two share 

5 

points—between one and a half and two share points. 

6 

Q (By Mr. Cook) Do they still make Luckys? 

7 

A Yes, they do. 

8 

Q What do they have now? 

9 

A Somewhat less than 8 share point. s 

10 

Q That's the damnest thing; this isn't fair at all. 

11 

Do you know that when I was a kid, Luckys were it? LSMFT-- 

12 

Lucky Strikes Means Fine Tobacco--you could roll them up in 

13 

your shirt like that if you wanted to. What is Liggett & 

14 

Myers' best cigarette as far as market share now? 

15 

A You're talking about Liggett & Myers--not American 

16 

Tobacco? 

17 

Q No, I mean American; I'm sorry. You're right. 

18 

MR. CRISTi He's answering now with respect to 

19 

American? . 

U 

20 

MR. COOK i Yes. 

21 


22 

Koa otaeuV l.fc iko/t 


Q (By Mr. Cook) What does Liggett & Myers make; what 

23 

kind of cigarette is their— 

24 

A Well, they have a number of very small name brand 

25 



cigarettes--L6cM--I can't recall-- 
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A Well, I don't recall anyone getting in a Corvette, 
no; they've been advertising Marlboro using the Marlboro 
cowboy. 

Q The one that I'm thinking about was a guy that would 
come--and he was a cowboy--and he would come in and get all 
cleaned up and then he would put his hat on like this and get 
in the red car that was 8 Corvette and take off. 

A I don't recall that. 

Q I think that was the guy that played in--well, I 

thought it was real good. In the western market, the cowboy 
market, your Camel cigarettes are the ones that you offset the 
Marlboros with in that market; is that true--that they are in 
direct competition with Marlboro? 

A Really we are in direct competition nationally with 
Camel; it enjoys a higher share of the market in some western 
markets > t >h , an i Ca m eil d o asi B 

Q Do you have market plans for your various 

cigarettes? 

A Yes, sir. 

Q Just looking at this and what you say here and 
recalling myself about when you said L&M had a small market 
share, and I think there was a period of time probably when 
they had a larger market share for L&M? 

A Yes, sir. 

Q Is this market very competitive? 



cn 
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A It is an extremely competitive market. 

Q How do you vary the taste of a filter cigarette like 
Winstons? You said that Marlboro had a better taste, and we 
had a bad experience where I was from with Falstaff beer. It 
was excellent and then somebody did something with it; do you 
remember that—when it went downhill? 

MR. NESTERi My dad used to drink Falstaff beer. 

Q (By Mr. Cook) That's what I used to drink. Did you 
do something to the Winston cigarette at R. J. Reynolds that 
made it less attractive or did they do something at Philip 
Morris that made Marlboro a better flavored cigarette or both? 

A I really don't know because I wasn't with the 
company at the time but my belief is that there was some--the 
tastes were changing in the marketplace--that smokers were 
seeking milder, smoother blends--and we didn't respond as 
quickly.to that as Philip Morris did. 

Q What they were really trying to do--you were on top 
in the '60s with Winstons and maybe you became complacent, and 
they were trying to get you; and they did? Is that what 
happened maybe? 

A It could be; I don't know. Again I didn't start 
with the company until 1975 so I can only speculate. 

Q What is your present position with the company? 

A I'm Senior Vice President of Marketing. 


Q Could you go through your career at R. J. Reynolds 
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and tell me what you did first? 

A I'll try to the best of my recollection. I started 
with Reynolds in 1975 as a Marketing Assistant on the More 
brand. I held that position for about a year and a half and 
then was promoted to Assistant Brand Manager on the Salem 
brand. As I recall I was on Salem as Assistant Brand Manager 
for about one year and then— 


Q Could you tell me what an Assistant Brand Manager 


does? 

A Yeah, as he enters as Marketing Assistant, you 
primarily learn tasks associated with marketing a brand. When 
you move to Assistant Brand Manager, you're given full 
projects to manage versus just tasks. The Marketing Assistant 
position is somewhat of a training position; it's an entry 
level position. So as an Assistant Brand Manager, you're 
given certain responsibilities--projects--to manage under the 
direction of a Brand Manager. You don't manage people at that 
point; you manage projects. I don't recall what in particular 
I was responsible for on Salem back then; I believe that it 
may have been, for example, media placement, product 
development--certain things that we would either lead, direct 
or coordinate. Shall I move on? 

Q Sure. 

A From Assistant Brand Manager on Salem, I was 

promoted to Brand Manager of--I believe in our Specialty 
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Tobacco Products Division which at that time--we've now 
divested these products-- 
Q Red Han? 

A Well, it wasn't Red Man but it was chewing tobacco-- 
Q Yankee Girl? 


No, which one? 




No, we had at that time only plug tobacco--o»*A- 
YnoA i«i¥re&uceA <** \+\\ U>6fV.VjDrtt. 

I like that too; I think maybe I may have had some. 

Apple? 

I had Apple for sure. 

Brown Mule. 

No, I didn't do that. 

And also pipe tobacco--Prince Albert and Carter 


Hall.awA. 


Q Any roll-your-owns? 

A Yes, we had Top. I'm sorry; I don't recall how long 
I was there, but I'm going to guess maybe two years or so 
working on that piece of business. I then moved to--I believe 
for a short period of time I was Brand Manager in the New 
Brand area and then I left the company for a year. I went to 
work for a small firm in Winston-Salem that was involved in 
the data processing industry. We were a digital Equipment PI 
Corporation distributor; we 6old their hardware, and we had a 
computer--we had actually a small law firm time accounting and 
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billing system that we marketed. 

Q I don't bill anybody. 

A I was there for one year, and I returned to Reynolds 
as a Brand Manager in the New Products area. I was there--I 
worked in that position for a year and a half or so and then 
was promoted to Senior Brand Manager on Camel--on the Camel 
brand. I managed the Camel brand for approximately two years 
and then was promoted to Group Brand Manager I believe in the 
New Products area for a period of time--a year maybe--and then 
to—well, during that period I went from Group Brand Manager 
to Marketing Director; it was just a title change. And then I 
was Marketing Director for Established Brands and had the 
responsibility for Camel, Salem and our savings brands—Doral 
and Magna and Century. I held that position for a year to a 
year and a half and then was promoted to Vice President of 
Brand Management; I was in that position--reponsible for all 
of our established brands--and I held that position for about 
six months and then was promoted to Senior Vice President for 
R.J.R. Tobacco Development Corp. That was in February of '88, 
and I was in that position for what--a year and a half--before 
moving to my present position. 

Q Now when you say "R.J.R. Tobacco Development Corp.," 
is that a wholly owned subsidiary? 

A It was at the time; it is no longer in existence. 


Q I assume that this was just a corporate nicety 
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between--did you have a separate building? 

A Yes, we were in a--part of the--the personnel were 
in a different building--had different offices. Part of it 
was due to the need to maintain secrecy because we were 
working on a very highly confidential project--the Premier^ 
Proj ect. 

Q I know all about it now; it's too late now. 

A Well, it's after the fact. 

Q Have you replaced Martin Orloski; are you in his 
position? 

A He was Vice President of Brand Management several 
years ago so yeah, I guess you could say that I did; he had a 
comparable position to mine. 

Q Who is the Media Director R.J.R. now? 

A Dan Pearson. 

Q Is he one of your subordinates? 

A Yes, he is; he reports to me. 

Q Are you familiar with the advertising code that 

apparently your company has adopted? 

A Certainly. 

Q Is that a code that runs throughout the industry? 

A Yes, it does. 

Q Was it impressed on you or was it a voluntary thing? 

A It's a voluntary code. 

Q Do you know when it was adopted, Mr. Iauco? 
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A I can't recall the precise date; it's been in 
existence ever since I can renenber. 

Q Can you tell me the principal restraints that are 
contained in that code? 

A Yeah, if I can recall them all; I can't recite them 
chapter and verse--in that we agree that we won't advertise in 
any magazines that are directed primarily to consumers under 
the age of twenty-one. We agree not to advertise on 
billboards that are located within five hundred feet of 
primary or secondary schools, colleges and playgrounds. We 
agree not to use models that are or appear to be under the age 
of twenty-five in our advertisements. 

Q I.'m sure the Geriatrics Model Association would like 

that. 

A I'm sorry; I didn't understand that. 

Q It wasn't anything. 

A Oh, okay-- 

Q Professional ethletes-- 

A We agree--yes, there is--we agree not to use any 
celebrities or professional athletes in our advertising--not 
to have testimonials from celebrities or professional athletes 
in our ads. We agree that--there was one I just had, and I 
lost it—not to run advertising that would imply that social 
prominence, 6exual attraction or success is due to cigarette 
smoking. 
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Q Did you-- 


A Those are the ones I recall; there are a couple 
others, but they just don't come to me. 

Q Is that a published— 

A Oh, yes. 


Q --code? 

A Yes. 

Q Are you familiar with any of the advertising work or 
psychological work that was done on hidden persuaders or 
subliminal advertisement? 

A I've read some of that. 

Q Vance Packard who was the-- 

A Yes. 


Q --guy who started it apparently--I remember back 

when I took psychology. I wish you were an English major 
because I really had kind of an interesting--just looking 
through some of your advertisements that you made in the early 
1960s-- 

A I didn't make them. 

Q I know you didn't but do you read any sexual 
overtone or persuasion in the advertisement of, "It's not how 
long you make it but how you make it long"? You don't? 

A Absolutely not. 

Q How about, "It's what's up front that counts"? 


A No. 
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Q You don't read that in there? 

A No. 

Q Has anyone ever suggested that; have you ever heard 

that suggested--that there was a sexual persuader contained in 
those advertisements for Winstons? 

A You're the first. 

Q I'm going to tell you the truth--I'm going to tell 

you the absolute truth; you should know this since you're 
obviously Italian. One of my partners, Joe Bartholomew, was 
watching your little ad display you had, and Joe hailed from 
St. Mary's High School in Buffalo, New York; and he said, "Can| 
you believe that--he is really nasty." He came up with that; 
I'm going to give Joe the credit. 

A I find that hard to believe because itV«-preVcty 
clear as I look back on themes that w ha^ *the commufiication 
was to reinforce the taste of the cigarette. If you go back 
in time, the predominant brands that were most popular were 
nonfilter brands and there were a number of filter brands that| 
came on the market and many were unsuccessful. And Winston 
was a real exception and it was because Winston promised taste 
and delivered good taste and was very successful in doing that 
so that theme, "It's what's up front that counts," really was 
directed towards the tobacco blend and the reinforcement of 
the taste message. 

Q The billboard 6ign that I see now that you have 
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A Yes. 

Q And the more cigarettes that you sell, the greater 
the success; is that true? 

A Yes. 

Q And so the advertising--you advertise for a reason; 
don't you? 

A We advertise to make smokers aware of our brands, 
aware of their features, to reinforce loyalty to our brands 
among those smokers that currently choose our brands, and we 
advertise to gain market share--to take business away from the 
competition; that's what my goal is. 

Q Let's not talk about cigarettes for a minute; let's 

just talk about advertising generally. The reason that 
Budweiser, for example--by the way have you ever seen the 
advertisement for Coors, you know, Coors Light, where they 
have a beautiful girl in a bikini; do they have those 
billboards down here--down south? If you have seen it, you 
would remember; wouldn't you? 

A I haven't seen that. 

Q It is just--it is absolutely--everybody looks at 
it--even women look at it and think how attractive this girl 
is in this advertisement for Coors Light. Why do they do 
that ? 

A Why does Coors 

Q Why do you think that they do that; why do you think 
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noticed I was drinking Coors Light last night among other 
beers. 

MR. CRIST * Somehow I don't think you would look 
good in a bikini, Mr. Cook. 

MR. COOK: I don't think--you can't ever tell. 

Q (By Mr. Cook) How much is your advertising budget? 

MR. CRIST: Mr. Cook, I believe that this 
information that you're asking this witness is 
confidential. 

MR. COOK: I won't reveal it to anybody nor will I 
send the deposition to anybody so I don't know why it 
would be confidential. It's probably published; don't 
you imagine? 

MR. CRIST: It's not. 

MR. COOK: It's not? 

MR. CRIST: Why don't we ask the witness — is it 
published? 

THE WITNESS: There are some—there are some figures 
published, but they are not entirely accurate and what I 
would like to do if I can is just give you a range. 

MR. COOK: That's fine. 

MR. BOYLE: Ask if we can provide it to him apart 
from the transcript? 

MR. CRIST: Can we provide it to you separate from 


the transcript? 
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MR. COOK: Well, why don't you let him get to--is it 
millions of dollars? 

THE WITNESS: Yes, it is. 

Q (By Mr. Cook) All right, it isn't billions of 


dollars? 

A No--Mr. Cook, do you understand that — 

Q I understand— 

A Because we're in a highly competitive — 

Q I understand that; nor--I'm just trying to dilute 
your company—not break it. And so I have no interest in 
revealing that information to other people. Why don't you 
tell me what you publish— 

A We don't. 

Q --that is not--you mean you don't have a published 
advertising budget that goes to the corporate records of 
R.J.R. and in their--that's not contained in there? 

A I'm sorry; I'm not sure I understand the question. 
Q Well, most corporations have an annual report — 

A Well, we don't publish how much we spend on 

advertising— 

Q Okay. 

A --in any public documents —any public forms. 

Q How much do you think Philip Morris spends on 

advertising? I bet you know what they spend annually. 

A I believe that they spend close to $200 million 
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dollars. 

Q How much do you think that they spend on promotion? 

MR. CRISTi And "they" being again Philip Morris? 

MR. COOKt Philip Morris, yes, I think maybe that 
will be easier. 

THE WITNESS! There are a variety of forms of 
promotion particularly for what we call savings brands 
which are discount brands like Philip Morris' Cambridge. 
They use promotion--couponing--to bring the price down at 
retail, and you can look at that and call it promotion 
but what it really is is pricing. If I exclude that then 
I would estimate that Philip Morris spends in the 
neighborhood of $500 to $600 million dollars on 
promotion. 

Q (By Mr. Cook) I don't remember seeing any lately, 
but I remember from time to time people would drop cigarettes 
into small packs of maybe four cigarettes and drop it off at 
my home in promoting. I remember specifically L&M as one of 
the brands, but I've had that happen. Do you market a starter 
kit for your cigarettes? 

A We don't market any kind of starter kits. I believe 
what you are referring to are some four packs that we used for 
sampling purposes in years past; they were not starter kits. 

Q You don't like that term? 

A No, I don't at all. 
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Q If you will provide me the information, you can 
stamp it "Confidential," and I'll just use it as an idea for 
Philip Morris and R. J. Reynolds on their market shares; I'll 
extrapolate that in my own mind and see how close it is. 

A Cigarette sampling is a minor part of the promotion 
budget--a very, very 6mall part. 

Q What is the major part of the promotion budget? 

A Primarily retail promotions. 

Q Like what--signs in grocery stores? 

A Well, that's part of it--also promotions where you 
might buy a pack and get a pack free, where there might be a 
premium item attached to a multipack purchase or a carton 


purchase. 


What would be a premium item, Mr. Iauco? 


iV*** 

l, various utilitarian--a hat, playi 


ng cards. 


1ighters--1ighters are used extensively. Obviously, that's 
something that a cigarette smoker-- 
Q Likes to have. 

A --likes to have--coupons are also in that promotion 


budget. 


I read somewhere, and I don't know--it may very well 


have been in one of the Surgeon General's Reports or it may 
have been somewhere else that the tobacco industry spends 
$2 billion dollars annually on promotion and advertisement. 
If I take those figures that you gave me on the market share 
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of Philip Morris and assuming that everybody else spends 
somewhere near their market share, it would seem like those 
figures are probably quite accurate—the $2 billion dollars a 
year? 

A I believe that that figure also would include the 
kind of pricing—the couponing that's used for pricing on 
those savings brands that I mentioned which you can look at 
either as promotion or strictly as pricing. 

Q The only reason that I said that is because earlier 
you said maybe $200 for straight advertising and maybe $500 to 
$600 on promotion and that's almost exactly 40 percent of 
$2 billion and that's almost exactly Philip Morris'--so it 
isn't unreasonable? 

A No, it's in the ballpark; again my--I don't have the 
precise numbers committed to memory and what I know about what 
the competition does is not entirely accurate. 

Q No, I was just doing that so I could get a feel for 

what you may or may not do. Do you have children? 

A Yes. 

Q How many? 

A Three. 


23 

24 

25 


Q Names and--just tell me their ages and sex? 

A A fifteen year old daughter, twelve year old son and 
a seven year old daughter. 

Q Your fifteen year old daughter is of an age where 
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sometimes children are exposed to people who--other children 
who smoke; are you aware of that? 

A I believe there probably are some minors that smoke, 
Q Have you discouraged her from smoking? 

A Yes. 

Q Why? 

A Because I don't believe that she's old enough to 
make the decision of whether or not to smoke. 

Q Do you believe that adults have the right to make 

the decision as to whether or not they should smoke 

cigarettes? 

A Certainly. 

Q Dp you believe that adults have the right to make 

the decision as to whether or not they should take cocaine? 

A No. . 

Q Some people do; I mean, the Mayor of Baltimore 
does-- 
A 
Q 
A 
Q 
A 
Q 


It's illegal; cigarettes are a legal product. 

Do you think that cocaine should be legalized? 
No, I don't. 

Some people do— 

That's their opinion. 

And then taxed--do you think that the cigarette 
industry should encourage nonsmokers to smoke? 

A No. 
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Q No--I think because of your background that you 

believe in advertising? 

A Sure. 

Q Now if you, in fact, at R. J. Reynolds massed a 

campaign to encourage sixteen year old males to smoke--which 
you don't do—I understand--some sixteen year old males could 
be persuaded to smoke; couldn't they? 

A I don't believe that we would be successful if we 
had such a campaign. I don't believe that—number one, if 
you're talking about an advertising campaign, that advertising 
has any effect at getting people--encouraging or getting 
people to smoke when they wouldn't otherwise do so and at any 
age, frankly. I don't think we would be successful even if it 
was our policy to encourage nonsmokers to smoke. 

Q Is there a reason why you have a policy in which you 
do not encourage nonsmokers to smoke; is your reason just that 
it wouldn't be effective? 

A There really are several reasons. One is I don't 
think it would be effective. I think thst we would be 
severely criticized for it. When you look at this industry, 
we're criticized for advertising to smokers. If we were to 
try to encourage nonsmokers to smoke, you know, you can well 
imagine the kind of criticism that we would be under. 

Q Have you ever heard anyone suggest that you do, in 
fact, do that--encourage nonsmokers to 6moke? 
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A Oh, certainly--many antismokers make that claim and 
it's totally-- 

Q False. 

A --false--absolutely. 

Q What about smoking causing lung cancer--is that 
false? 

A I don't believe that it's been proven that smoking 
causes lung cancer. 

Q I didn't ask you if it's been proven; I ask you 
whether it was true or false. Do you have an opinion? 

A I don't know. 

Q You don't know; do you think it's safe to smoke 
cigarettes? 

A What do you mean by "safe"? 

Q Doesn't "safe" have a meaning to you? I mean, 

whatever it means-- 

A To be honest with you, it doesn't have a meaning 
anymore. 

Q Do you think it's dangerous for you to smoke 
cigarettes? 

Ove 

A I think that there*)* risks associated with smoking 



cigarettes. 

Q What do you think those risks are? 

A There are the risks that are very well known by 
everyone--that there are statistical associations between 
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smoking and heart disease, lung cancer, emphysema. 

Q How many cigarettes do you smoke a day? 

A A pack--pack and a half. 

Q How long have you been smoking? 

A Oh, I'd say since about--off and on since about 

1972--somewhere in there. 

MR. CRIST: Mr. Cook, could I just ask for a quick 
break? 

MR. COOK: Sure--off the record. 

(Break taken from 4:05 p.m. until 4:10 p.m.) 

MR. COOK: Back on the record. 

Q (By Mr. Cook) Mr. Iauco, have you seen the Surgeon 
General's Report for 1989? 

A I've seen parts of itj I have not read 
Q Let me refer you to page 511 of Plaintiff's Exhibit 

No. 1; I have marked a portion of that in yellow. 

(Deposition Exhibit No. 1 was 
marked previously for identification 
in the Simmons deposition) 

(Witness reviewing document) 

And if you will look at the next page too. 

(Witness reviewing document) 

HR. CRIST: Just the highlighted sections is what 
you want him to look at? 

MR. COOK: Yes, I want to ask him if he's familiar 
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with those publications. 

THE WITNESS* Kith the publications--with the ad? 

Q (By Mr. Cook) Well, it says, "national print media 
with statements that challenged the link between smoking 
(active and involuntary) and disease." Was that in the ad 
that you had something to do with? 

A No. 

Q No? 

A No. 

Q Have you seen the ad? 

A Yes, I have. 

Q Do you know who did the ad? 

A Who-- 

Q Who did the 8d in terms of a media company; do you 
guys do your own ads? 

A No, we use advertising agencies. 

Q Who do you use principally now? 

MR. CRISTt You're talking about the ads for 
cigarettes--cigarette advertising? 

MR. COOKi Right--do they advertise anything else? 
MR. CRIST* I'm sorry? 

MR. COOK* Never mind. 

Q (By Mr. Cook) You have access to these ads--the ads 
that are on page 511? 

A Do I have access to them? 
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portion of his deposition, but I wish you would remind 
me--write me and tell me. 

MR. BOYLEt Why don't we just extract that figure-- 
MR. CRISTi Well, can we just have the Court 
Reporter just advocate on the front of the transcript 
that it-- 

MR. BOYLEt That it will not be published. 

MR. CRISTt --will not be published. 

MR. COOK: Why don't we just extract the figure? 

THE WITNESSi I'm sorry. 

MR. COOKt I can't even remember what he said; did 
he say (...). Well, scratch that too--any reference to 
the number of sales people, just delete it from--put in 
there that you deleted it from the transcript because of 
the "confidentiality" agreement. 

Q (By Mr. Cook) Do you spend a lot of time trying to 
find out or do people in your company spend a lot of time 
trying to find out what Philip Morris is doing? 

A We monitor competitive activities as any good 
company does to insure that we're competitive. 

Q Is there hiring back and forth between the-- 
A Very little--we are intense competitors. 

Q You know, you guys really ought to like Budweiser; 
you ought to drink Budweiser. Do you know that August A. 
Busch IV of all companies in the world despises Philip Morris 
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the worst; did you know that? 

A I know that they are in competition with-- 

Q Beer. 

A —with Miller Beer. 

Q He just hates them; he smokes too. It's the stated 

policy of your company I believe and probably your own policy 
that you don't know whether the information that the Surgeon 
General suggests as to the effects of cancer—I mean, of 
smoking on cancer are true are not; is that pretty much your 
policy? 

A I believe that there are statements that the Surgeon 
General has made-statements that he makes as fact — that I 
don't believe are fact. 

Q Do you believe, for example--here's a statement 

right in the very beginning--"Smoking is responsible for an 
estimated 30 percent of all cancer deaths including 87 percent 
of lung cancer"? 

A No, I don't believe that. 

Q If you did believe that--if you accepted that it was 
true--you wouldn't work for R.J.R.; would you? 

A That's hypothetical, and I-- 

Q You can't even accept for purposes of discussion as 
to what you would do if what the Surgeon General has said is 
true? 

MR. CRISTt I'm not sure I understood that question. 
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Q (By Mr. Cook) All right, the Surgeon General has 
said that 87 percent of lung cancer is caused by smoking; 
that's what he said. And I understand that you don't think 
that's true. Now for purposes of my conversation with you and 
my examination of you, I want you to assume that it is true-- 
that cigarette smoking—that your 30 percent share causes 
30 percent of the 87 percent of deaths due to lung cancer in 
this country. I want you to assume that that is true for a 


second. 


■M- ^ 


I car assume that that is true. 

All right, if it's true would you advertise 


cigarettes--if it was true? 


I. can't tell you what I would do under that 


assumption. 


It would be difficult for youu wouldn't it? 


yuuta wuuiuu 1 

'is difficult 


for me to 


tell you what I would do--how I would act—under that 
assumption because there's a lot more that apparently we would 
know under that assumption. If it was a fact and it was a 
known fact that cigarette smoking caused lung cancer or any 
other disease, presumably, we would know why. We would know 
what about cigarette smoking caused it and then that would 
possibly lead to actions that we might take as a company. 

Q To eliminate whatever may or may not be possible? 

A Possibly, but you get into these hypothetical spins. 
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MR. COOKi You night get into the shredded wheat 


business, 


THE WITNESSi We are in the shredded wheat 

business. 

MR. COOKi I understand that. 

Q (By Mr. Cook) So you just couldn't say what your 
response would be? I nean, you're an engineer; you could have 
worked as an engineer, and you chose narketing. And I'm sure 
you've not risen to this high position in this good company by 

| 

not being competent and really what I'm kind of suggesting to 
you is that you advertise this product. As I understand it 
you are principally responsible for the advertising of this 
product? 

A That's correct. 

Q And you look like you're a nice man. 

A I'd like to think that I am. 

Q Okay, I assume that you would not advertise or try 
to sell something that you thought--really thought--was 
harmful; would you? 

A I--I--I believe that there are risks associated with 
smoking, and I believe that there isn't anyone that doesn't 
know about those risks; therefore, I believe that it's 
everyone's choice as to whether or not they want to decide to 
smoke and accept those risks or not, and I believe that those 
kinds of choices people make throughout their lives in just 
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about everything that we do whether it be Bmoking, the food we 
eat, the cars we drive, the places we go. 

Q The beer we drink. 

A The beer we drink and so on and so forth. Life is 

full of those kinds of choices. 

Q The question is how real and how present the danger 
is from the risks and whether or not the public at large 
believes that smoking causes 87 percent of the cancer--lung 
cancer--deaths in this country; you don't think the public 
believes that; do you? 

A I believe that the public is well aware of the risks 
of smoking and the association between smoking and lung cancer 


deaths-- 


Do you believe-- 


A --and that has been published forever--certainly in 
my lifetime and well before that and that I don't believe that 
there is anyone in this country certainly that is unaware of 
the risks associated with smoking and that--so they make their 
choices on that basis. 

Q Well, the problem I have with that is that you don't 
believe what the Surgeon General said, and you have a master's 
degree from a fine-- 

A I believe that there are risks. 

Q Do you believe that 87 percent of the cancer deaths 
are caused--from lung cancer—are caused by smoking? 
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A I don't know because it has not been documented to 

»V or r\ . \ 

my satisfaction thatjthat number is precise. 

Q Do you believe that one out of every four thirty 
year smokers at a pack a day will be infected with lung 
cancers do you believe that? 

A Could you repeat that? 

Q Yes, that one of every four people who have smoked 

the thirty past years will be infected with lung cancer; have 
you ever seen anything like that? 

A No, I haven't. 

Q If it's true, it's 8 hell of a thing; isn't it? A 
lot of people smoke; don't they? 

A Yes. 


you know? 


How many people smoke in this country right now; do 


I don't have a precise figure; it's somewhere in the 


neighborhood of 45 million people. 

Q So if that figure is true and if they smoke for 
thirty years, about 12 million of them may die of lung cancer; 
that's not acceptable, is it? If it's true--it may not be 
true; I don't know. 

A I don't know if it's true or not. 

Q If it's true do you think it's--do you think that 

that is an acceptable risk--that an eighteen year old can make 
his mind up that thirty years down the road that some 
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statistics published by a--that he really weighs that 
carefully and makes an informed consent on that; do you think 


he does? 


I think that people can make decisions by the time 


they're eighteen years of age and certainly, anyone at 
eighteen years of age who chooses to smoke is not making a 
decision for the next thirty years--that anywhere along the 
line that person can change his mind and make an alternative 


decision. 


smoking? 


Do you think people who smoke have trouble stopping 


A I think that some people enjoy smoking snd, 
therefore, want to continue to smoke; I think that anyone that 
wants to quit can. I'm very aware of the fact because 
obviously, I'm on top of the business that there's a high 
degree of quitting that takes place in our business and, you 
know, there have been millions upon millions--tens of millions 
--of smokers that have quit over the past twenty years. 

Q What would be the effect of your advertisements on a 
person who is attempting to quit; would it-- 

A No effect in my opinion. 

Q They wouldn't have any brand loyalty or anything 
like that to-- 

A Oh, brand loyalty—as it relates to choosing our 

ou u»Vso cfeaaVL 4e ComVIom W 

brand, I think it has a great deal of an effect but relative /'\ 
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45 

to whether or not they choose to smoke, when they choose to 
quit, I don't think it would have any effect. 

MR. CRIST: Just a second--let him finish his 
question before you answer because he was kind of in the 
middle of it. 

THE WITNESS: Okay, sir. 

Q (By Mr. Cook) Did you watch the "Gary Moore Show"? 

A I don't believe so. 

Q You're not old enough? 

A I don't think so. 

MR. COOK: Did you ever watch the "Gary Moore Show," 
Boyle? 

MR. BOYLE: I don't have to answer that. 

MR. COOK: Are you old enough? You guys ought to 
get a different lawyer; I'm sure he smoked Kents when he 
was smoking. I used to bum them from him; I can't 
remember what it was. 

MR. CRIST: You don't have to answer. 

Q (By Mr. Cc i rt~ ) ^T)o you have people who are 
responsible in advertising for various areas of the medis or 
do—I mean, do you have one who is in charge of billboards, 
one who is charge of magazines, one who is charge of-- 
A In charge in what way? 

Q Well, I mean, they supervise the or they manage the 
advertisement of your product? 


&and*a- odiicciale* 
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No. 


Who are your immediate subordinates? 

By name? 

Yes. 

Lynn Beasley. 

What is Mr. Beasley's-- 
Mrs. 

Ms.— 

Mrs. 

Lindsey? 

Lynn, L-Y-N-N. 

Okay, what is her title? 

She is Vice President of the Winston Business Unit. 
You've got twenty in your group--Vice Presidents-- 
Only five--no, only three. 

Who else? 

Ed Blackmer. 

Is that all your Vice Presidents? 

No, David Krishock. 

What does Ed do; I forgot him? 

He's V.P. of the Camel Business Unit. 

Krishock, what's his-- 

Krishock--he is Vice President of the Salem Business 
Unit. Stephen Strawsburg-- 
Q Vice President-- 
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A He's the Marketing Director--I'm sorry--Director of 
the Vantage, More and Now Business Unit and Cliff Pennell, 
Director of the Savings Business Unit. 

Q Of the what? 

A Savings brand Business Unit. 

Q Savings — is that a cigarette? 

A Yes, they're discounted brands. 

Q It's a good thing you didn't call it savings and 
loan. Is that about it on the first level below you? 

A No, one more—Dan Pearson who is Director of Media 
and then I have a secretary. 

Q Do you want to know a trade secret? Did you see 
when I said, that you were 8 nice man--when I put that in a 
deposition, that means I'm going to call you to trial; that's 
a trade secret.. 

MR. CRISTs That's a hypothetical, Mr. Cook. 

MR. COOK: No, that's a trade secret. 

Q (By Mr. Cook) Did you ever work in advertisement-- 
in advertisement itself? 

A I'm sorry? 

Q Have you ever worked in advertisement or have you 
always--I know you've been a Brand Manager-- 

A No, I never have worked on--if you're referring to 
the agency side--creative development--no, I haven't. 


Q Do you have creative people at—artists who do 
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advertising copy for you at R.J.R.? 


Q All of that is done--I think I asked you and 
probably interrupted you--what outside agency do you use now? 

A We use— 

MR. CRIST* For Winston or more broadly? 

Q (By Mr. Cook) I mean, do you use different ones for 
different brands? 


Who do you use for Winston? 


We use FCB 


use for Winston 

v 

Lleber Katz Par 


tners in New York. 


That's a highly competitive industry too; isn't it? 
Yes, it is. 


How long have you been with them? 


A Since about 1970 they've done work for us.S<*t&( Vjl 
WM, +*«Vvc 

Q I just want to kind of recap what you've said about 
smoking and the risks of smoking. If I understand your 
position correctly without asking you to assume all of this is 
correct and things like that, is it you think that the public 
at large knows and appreciates the risks of smoking? 

A Yes, I do. 

Q And the risk that they appreciate really is that 
people have said that they may contact various diseases--that 
smoking may exacerbate them or things of that nature and when 
they smoke—like a lot of things--eating too much might cause 
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us to become overweight-- 

MR. CRIST t Why did you point at ne. Hr. Cook? I 
move to strike that from the record. 

HR. COOK< I didn't point at you; I gestured 
broadly, and I was going to give the thumb back to me. 

HR. CRISTt I move that the court strike that from 
the record. 

HR. COOKi I withdraw the question. 

Q (By Hr. Cook) There are those of us who like beer 
and some people think that that's not particularly good for 
your liver or your brain; do you drink beer? 

A Yes, I do. 

Q Have you ever drank a Dos Equis? 

A Yes, I have. 

HR. COOKi I had one for lunch today; it was just 
absolutely magnificent. I wanted two, but I didn't do 
it. I think that that's about all I have for you, and I 
appreciate your time. 

THE WITNESS! Great. 

(END OF THE EXAHINATION AT 4i35 P.H.) 
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CERTIFICATION 

I, Sandra Harper, Notary Public in and for the County of 
Forsyth, State of North Carolina at Large, do hereby certify! 

That there appeared before me the foregoing witness at 
the time and place herein aforementioned; 

That the said witness was sworn by me to state the truth, 
the whole truth and nothing but the truth in said case; 

That the testimony was taken before me by stenomask and 
thereafter reduced to typewriting under my supervision, and 
the foregoing forty-nine (49) pages contain a full, true and 
correct record of all the testimony given by said witness; 

That the undersigned is not of kin, nor in any wise 
associated with any of the parties to said cause of action, 
nor their counsel, and that I am not interested in the event 
thereof. 

IN WITNESS WHEREOF, I have hereunto set my hand and 6eal 
this 28th day of October, 1991. 


OFFICIAL SEAL 

*jt& SANDRA HARPER 
NOTARY PUBLIC-NORTH CAROLINA 
COUNTY OF FORSYTH 
My Commission Expires September 19, 1995 



Notary Public and Court Reporter 
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WITNESS CERTIFICATION 
I, DAVID N. IADCO, do hereby certify: 

That I have read and examined the contents of the 
foregoing pages of testimony as given by me at the time and 
place herein aforementioned; 

And that to the best of my knowledge and belief, the 
foregoing pages of testimony are a complete and accurate 
record of all the testimony given by me, except for the 
changes and/or corrections (if any) on the attached errata 
sheet. 

Changes and/or corrections 

have . have not _, 

been made on the attached \ 

errata sheet. ( r\J ——* 

(DAVID N. IADCO) 


Lourdes C. Berube Notary Public for the County 


of Forsyth 


., State of North Carolina 


hereby certify: 


That David N. Iauco personally appeared 

before me this the 3 rd day of December _, 19 _91 _. 

And I personally witnessed the execution of this document 
for the intents and purposes herein ^above described. 


David N. Iauco 


Hy Commission Expires: 


H 


OmCIAl SEAL 

.T'Vwfl LOURDES BERUBE 

NOTARY PimiC-NOPTH CAROLINA 
CO'JNTY OF FORSYTH 


Lourdes C. Berube 
Notary Public 


ommiMion expires January 1 
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WITNESS ERRATA SHEET 

Upon review of the transcription of my testimony, 
the following changes and/or corrections should be made 
to my depositions 


5 PAGE 


LINE 


REASON FOR CHANGE 


[nc. and" 


>s" to Drue Store" 


I 


?e "Crist" to "Iauco 11 


-ike "1/2' 


iange "Six—six" to "Five” 


add "to six" 


* Add "and nonmenthol" 


* Change "three" to "two" 


* Strike "I believe it's" _ 

* Add "and Pall Mall each has about 1.8 share of 

_*_ the market" _ 

* Strike "between four and five"_ 


* Strike "than Camel does' 


* Add "and had introduced in test markets 

* Workhorse pouch tobacco." _ 

* Add "and apple" _ 

* Strike "e" (at end of word "Premiere") 


* Strike "that" and "was" 



(DAVID N. IAUCO) 
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